ENCLOSURE 1 



FLEET MAINTENANCE AND REPAIR ORGANISATION , PORTSMOUTH 

REDUCTION IN CAPACITY 
A CONSULTATIVE DOCUMENT 



INTRODUCTION 



1. Since the announcement of Options for Change on 25 July 1990, much work has 
been undertaken to ensure a balance is maintained between the future Royal Naval 
front line, and the infrastructure and facilities required to support it. In 
January 1992 a number of efficiency measures were announced, which will realise some 
£250M in savings over 10 years, and provide a first step to achieving a cost 
effective support infrastructure. 

2. The then Secretary of State made it clear when announcing proposals for the 
restructuring of Fleet support in July 1991, that work on rationalisation would 
continue. Included in this work has been an examination of the RN‘s future refit 
and repair requirements and the capacity available to meet this, taking account of 
MOD policy not to retain capacity or capabilities in-house which could equally be 
carried out in industry. This has concluded that given the overall excess repair 
and refit capacity available throughout the industry there would be significant 
overall benefit in placing the refit work currently undertaken by FMRO Portsmouth 
at one or other of the Royal Dockyards or with industry. It is, therefore, proposed 
to cease refit activity at FMRO Portsmouth. The reasons behind this proposal are 
set out below. This does not mean that a final decision has been taken, but rather 
that the Ministry of Defence wishes to publish its views on the way* ahead and to 
invite comment and discussion on the proposal. This document seeks to start that 
process. 

3. It is also planned to market test the FMRO in accordance with Government 
policy. The arrangements for market testing will be the subject of separate 
consultation. 

BACKGROUND 



4. The FMRO was established following the closure of the former Portsmouth 
Dockyard in October 1984 as a jointly manned Service and Civilian facility, with the 
primary purpose of providing maintenance, repair and docking support to warships in 
operational time. It has also been allocated some refit work for Type 42 Destroyers 
and other ships. 

5. With the reduction in the size of the Fleet since 1982, the amount of work 
placed with the FMRO has declined. As a consequence the Civilian workforce has 
steadily reduced from 2,800 in 1984 to its existing level of 2,210 through a 
combination of natural wastage, selective recruitment and efficiency measures. At 
present some 510 Naval personnel are also employed. 

6. Following a review in 1990 it was concluded that significant economies could 
be made by ceasing refits and all other production work undertaken for outside 
establishments at the FMRO, and instead expose this work to competition. However, 
due to uncertainties about the possible future workload levels for FMRO, brought 
about by Options work, a final decision was not made at that time. These 
uncertainties have now been removed. 



1 



Printed image digitised by the University of Southampton Library Digitisation Unit 



FUTURE WORKLOAD OF FMRQ 



7. As a result of the proposal to compete in the private sector all refit and 
production _ work for other establishments, and as a consequence of the overall 
reduction in Naval refit and repair work, brought about by reductions in the size 
of the Fleet, the currently planned level of direct work for the FMRO would be 
around 30,000 man/weeks per year. The existing capacity is some 45,000 man/weeks 
per year. There would consequently be significant surplus capacity at the FMRO 
which would need to be removed. 

ALTERNATIVE OPTIONS 

8. The MOD has considered the alternative option of transferring additional work 
to the FMRO to absorb the spare capacity which will become available from 1993/94. 
However, there has for some time been a substantial over-capacity in ship refitting 
and repair in the UK. In the Royal Dockyards at Devonport and Rosyth, there has 
been a reduction in the total numbers employed from 20,000 to under 10,000 mirroring 
the effects of the substantial fall in the volume of the shipwork programme and 
efficiency improvements that have occurred since the introduction of commercial 
management in 1987. With the implementation of the reductions in the size of the 
Royal Navy already announced the situation will get worse unless action is taken to 
ensure capacity is brought into line with the forecast workload. 

FUTURE MANAGEMENT ARRANGEMENTS 

9. In addition to the proposed removal of refit capacity, it is planned that the 
FMRO should be market tested in accordance with Government policy to secure value 
for money from all support services. Market testing is an essential precursor to 
any consideration of future management arrangements for the FMRO and whether 
Executive or Defence Support Agency status or some other arrangement may be 
appropriate. The arrangements for market testing will be the subject of a separate 
consultation. The FMRO Senior Management intend to give their full support in the 
compilation of the 'in-house' bid for the market testing of the FMRO. 

IMPLICATIONS FOR EMPLOYEES 

10. The requirement to remove excess capacity at the FMRO would affect some 400 
MOD civilian posts. This number comprises some 300 Industrial Staff and some 100 
Non-Industrial Staff. These reductions would need to take place by the middle of 
1993. 



11. Wherever possible staff affected by any final decision would be found 
alternative employment elsewhere in the MOD or other Government Departments. 
Moreover, any reduction in numbers which accompanied such proposals would, to the 
greatest extent possible, be achieved by voluntary means. However, the scale of 
potential reductions envisaged suggests that such measures might not be entirely 
sufficient. Although every effort would be made to minimise them, some compulsory 
redundancies may be necessary. In these circumstances, it is proposed that the FMRO 
itself should comprise the unit of redundancy. This would not preclude volunteers 
being sought from other Establishments in the Flag Officer Portsmouth Higher Level 
Budget and Portsmouth Travel to Work Area. Mobile Non-Industrials would be offered 
employment nationally, and non-mobile Non-Industrials would be offered employment 
in the Portsmouth area unless a state of redundancy is declared by the appropriate 
Civilian Management Authorities. It is proposed that a local counselling unit would 
be formed for the benefit of all employees affected. 

12. Staff made redundant would be compensated under the terms of the Principal 
Civil Service Pension Scheme. In addition the MOD Outplacement Scheme (M0D0PS) is 
available to all staff made redundant or who volunteer to leave to help them 
identify new opportunities. 
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IMPLICATIONS FOR THE LOCAL ECONOMY AND EMPLOYMENT 



13. Although proposals for the restructuring and rational isaton of Naval Support 
have been driven by the need to meet the future requirements of the Royal Navy in 
the most cost effective way, the MOD recognises that any reduction in employment 
levels might have implications outside the Defence area. Accordingly, other 
Government Departments which could be affected by any decision have been informed 
of these proposals, as well as the appropriate Local Authorities concerned. 

CONCLUSIONS 



14. Work carried out to review the future of the UK's Armed Forces in the 1990s 
and beyond has indicated that defence tasks can be undertaken with smaller force 
levels. To maintain the balance with the front line, support infrastructures have 
to be reduced to provide the most cost effective and efficient service to the 
smaller Royal Navy. The proposal to discontinue refit and production work for 
outside establishments at the FMRO reflects Government policy to place work in the 
private sector whenever appropriate to do so. The FMRO is also to be market tested 
to ensure that best value for money is obtained. This will be the subject of 
separate consultation. 

15. The Ministry of Defence has made it quite clear that no decisions would be 
made without taking account of all relevant factors and without a proper period of 
consultation in which all interested parties are given the opportunity to express 
their views on the most appropriate way ahead. This document provides the basis for 
this consultation and the MOD welcomes views and comments. These should be 
addressed to the Command Secretary to the Commander-in-Chief Naval Home Command, 
Admiralty House, HM Naval Base, Portsmouth, Hampshire P01 3LR. Enquiries on 
particular issues, which may assist in drawing up comments, should be addressed to 
the following: 

Personnel Hatters - Civilian Management (Industrial Relations) 

Focal Point - Room 625 
Lacon House 
Theobalds Road 
LONDON WC1X 8RY 

Local Issues - Director Maintenance and Repair 

FMRO 

HM Naval Base 
Portsmouth 
HANTS P0.1 3LT 



DH5/WP/2FMR0C0N .DOC 
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